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and B will gain ly, by the opening of the trade. The
result may, however, be different; for A may require
a larger1 amount of x at the ratio 10# to 16?/, say
1100 times 10#, while B only requires 1000 times
16y at the assumed ratio. It will therefore be neces-
sary for A to offer a greater amount of y in exchange
for x, say 10# for Vly. Now, it is apparent that at
this new ratio A cannot require more than it would at
the lower rate, and, in all probability, will require a
less amount, which we shall suppose to be 1050 times
lOjo. On the other hand, B cannot require less of y
at the new ratio than at the older and more unfavour-
able one, and, indeed, will be likely to require more,
which increased amount we shall assume to be 1050
times ITy. Here, again, we have a state of equili-
brium, the demand on either side being satisfied. It
is possible that several ratios may satisfy the condi-
tion to which, as we have just seen, international
exchange conforms; but, owing to the fact thaj large
groups of persons are the source of demand on each
side, it is probable that the equation of demand once
satisfied will not lightly be departed from, so that, to
some extent, it will not only be a position of equili-
brium, but also one of stability, though, in some cases,
a departure from it would perhaps lead to a new state
of equilibrium at a different ratio.

The foregoing inquiry leads directly to J. S. Mill's
conclusion in his first and soundest exposition of his
theory. The ratio of exchange, in the case of com-:
modifies which are the subject of international trade,
depends on the comparative intensity of demand on
each side, always, of course, operating within the
limits set by comparative cost. As Mill has pointed